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STALEMATE 


AT LONDON 


HE Seven-Power Conference, which met in 

London on July 20 to consider the European 
financial crisis, adjourned three days later after 
“recommending” steps to prevent the further 
flight of capital from Germany but without pro- 
viding new credits or reaching an understanding 
on fundamental political issues. 

The official communiqué issued after the final 
session declared that the governments were ready 
to cooperate “so far as it lies within their power” 
to restore confidence in Germany. To this end 
they were prepared to recommend to “the finan- 
cial institutions in their respective countries the 
following proposals for relieving the immediate 
situation: 

“First, that the Central Bank credit of $100,000,000 
recently granted to the Reichsbank under the auspices 
of the Bank for International Settlements be renewed 
at maturity for a period of three months. 

“Secondly, that concerted measures should be taken 
by the financial institutions in the different countries 
with a view to maintaining the volume of credits they 
have already extended to Germany.” 


The Conference further recommended that the 
B.I.S. should be asked to set up a committee of 
experts (nominated by the Central Banks) to 
study the immediate credit needs of Germany and 
the possibility of converting a portion of the 
short-term credits into long-term credits. These 
measures, together with the joint guarantee re- 
cently placed by German industry at the disposal 
of the Gold Discount Bank, should, in the opinion 
of the Conference, “form a basis for more per- 
manent action to follow.” 

These recommendations resembled very closely 
the “American proposal” for preserving German 
credit which was announced in Washington on 
July 21. That the “American proposal” was not 
put forward as such by Secretary Stimson in 
London was due, apparently, to the fact that other 
covernments—notably the British—had proposed 
the same course of action. 

Despite official optimism voiced by the princi- 
pal delegates and by President Hoover in Wash- 


ington, it is widely recognized that the measures 
adopted at London ure at best a temporary solu- 
tion, and that constructive steps will have to be 
taken in the near future if financial stability is to 
be assured in Germany and Central Europe. Ad- 
ditional credit, or the refunding of short-term 
loans, was impossible at London because of 
France’s previous insistence upon political guar- 
antees, which the Briining government was un- 
able to accept. By avoiding the question of new 
loans, a difficult political situation was postponed 
for the time being, but Chancellor Briining was 
left to stem the dangerous currency shortage in 
Germany without outside aid. When the German 
delegates returned to Berlin on July 24, they were 
faced with the urgent necessity of resuming bank 
payments to meet the internal cash requirements 
of German industry and government payrolls. 
Under the emergency decrees German banks have 
been allowed to pay only 10 per cent of ordinary 
deposit accounts. If confidence is lacking, how- 
ever, resumption of payments may lead to further 
withdrawals of currency, as well as hoarding. 


On July 27, despite the decisions of the London 
Conference, further withdrawals of foreign cur- 
rency amounting to more than $70,000,000 were 
reported by Berlin banks. While the actual 
money cannot be removed from Germany because 
of financial restrictions, it will probably be with- 
drawn upon resumption of bank payments. The 
visits of Secretary Stimson, who arrived in Ber- 
lin July 25, and Prime Minister MacDonald and 
Foreign Minister Henderson, who followed him 
on July 27, provided further direct contacts be- 
tween these statesmen, but apparently resulted in 
no new proposals for immediate action. 


Meanwhile, an unprecedented withdrawal of 
gold from the Bank of England, amounting to 
approximately $155,000,000 in eleven days, 
brought a one per cent increase in the bank rate 
as gold reserves threatened to approach the legal 
minimum. Most of the gold went to Paris, where 
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sterling exchange had been forced below the gold 
point by the unusually large volume of French 
purchases. One effect of a severe gold shortage 
in London would be to restrict the possibility of 
additional international financing by England. 
The gold outflow had been partially checked on 
July 27 by reports of an agreement between the 
Bank of England and the Bank of France. 


WILLIAM T. STONE 


France and Disarmament 


On July 21, in the midst of the London nego- 
tiations, the French government made public the 
text of its disarmament memorandum to the 
League of Nations. This memorandum had been 
prepared in response to a request for data on ex- 
isting armaments which the Council had sent to 
all nations invited to the Disarmament Confer- 
ence next February. The French reply did not 
contain the final figures of existing strength, 
which are promised later. But it took the oc- 
casion to reaffirm, more strongly than ever be- 
fore, the traditional French thesis that further 
reduction in armaments must depend upon defin- 
ite guarantees of security. There has been no 
variation in this thesis since the Peace Confer- 
ence. By guarantees of security, France means 
a binding agreement on the part of all states to 
support by force of arms a country which is the 
victim of unprovoked aggression. Unless this 


aid can be counted upon, according to the French 
view, each state must determine its own measures 
of self-defense based upon its geographical situa- 
tion and the “special risks’ to which it is ex- 
posed. 


The present memorandum does not stop at re- 
stating this inflexible formula, however. Prob- 
ably the most difficult question which the Dis- 
armament Conference will have to face is the 
German demand for equality of treatment. Ger- 
many, disarmed in 1918, now takes the position 
that the other powers must reduce their own 
armaments in accordance with their pledges in 
the Peace Treaties and the League Covenant. To 
this France replies: 

“Should an attempt be made... in the name of a 
theoretical principle of equality to modify the relative 
situation created by the provisions of Part V of the 
Peace Treaties, it would prove impossible to maintain 
the reductions already accomplished and still less prac- 
ticable would become the general limitation of arma- 
ments.” 


In other words, France declares that it will be 
unable to reduce its existing armaments without 
still further guarantees of “security,” and will 
even be forced to increase its armaments if Ger- 
many insists upon any modification in the Ver- 
sailles Treaty. If France refuses to modify this 


Page Two 


position, it will threaten the success of the Dis- 
armament Conference at the outset. WwW. T. S. 


Ibanez Overthrown in Chile 


General Carlos Ibafiez, until recently consid- 
ered one of the really “strong” men of South 
America, resigned as President of Chile on July 
26, after three days of spasmodic rioting in San- 
tiago. Observers had predicted that Ibanez 
would remain in power, although governments 
were falling in Brazil, Peru, Bolivia and Argen- 
tina, especially after he had suppressed incipient 
revolts in September and December 1930 with 
ease. 

These revolts, on the political side, were the 
direct result of Ibafiez’ firmness in dealing with 
party activities and criticism of his régime. 
Frankly condemning what he called the ineffi- 
ciency of parliamentary government, Ibafez ex- 
iled his opponents, censored the press, and legis- 
lated by executive decree for the most part. Co- 
incident with purely political unrest, however, 
economic difficulties increased. Of first impor- 
tance was the declining price of nitrates and 
copper, the chief exports of the country. The 
foreign debt had mounted from roughly $330,000,- 
000 in 1926 to $570,000,000 by July 18, 1931. 
Tariff legislation in the United States and in Ar- 
gentina further depressed an already declining 
export trade. 


In an effort to meet these economic problems, 
Ibafiez received from Congress in January 1931 
full powers to take whatever measures he thought 
necessary, thus making himself dictator of eco- 
nomics as well as politics. When these powers 
expired in May, however, conditions had not im- 
proved materially. On July 10 a ministerial 
crisis resulted in the formation of a ministry com 
posed of civilian experts. Until then, civilian in- 
fluence had been at a low ebb, and the strength 
of the government had rested on the loyalty of the 
army. 

During the last two months the salaries of gov- 
ernment employees have been cut as much as 2° 
per cent. A conference in Europe between pro- 
ducers of natural and synthetic nitrates failed in 
mid-July, as did also the project for an economic 
conference of the South American republics. On 
July 16 the government announced that no re- 
mittances would be made on foreign debt pay- 
ments, and that the treasury deficit amounted to 
$4,500,000. Meanwhile, between July 10 and 26, 
Ibanez had been obliged to form three cabinets 
of civilian experts, but the problems they were 
called upon to face had already undermined the 
President’s power. E. G. 
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